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VALUE  AND  ITS  MEASURFl'IENT . 

Dr.  Freicii'icli  von  Wioser  says  that  "in  economy  value 
(1) 
decides  everything."    It  is  the  conti-olling  force  in  in- 
dustrial life,  determining  in  v/hat  direction  labor  and  cap- 
ital shall  be  expended,  and  in  xfhat   proportion  the  products 
of  industry  s?iall  be  divided.   The  theory  of  value  there- 
fore must  be  the  foundation  of  economic  science,  and  as  the 
main  volui"ne  of  economic  stridy  passes  over  from  the  methods 
of  logic  to  the  methods  of  natural  history  -  the  investiga- 
tion of  actual  phenomina  -  some  change  in  the  conception  o± 

value  is  to  be  expected. 

(2) 
Professor  Patten  describes    tlio  j;rogress  of  econom- 
ic thought  from  the  exclusive  consideration  of  physical  en- 
virorjiient  on  t'lo  part  of  the  Physiocrats,  t]lro^^g}"l  the  vari- 
ous stages  of  transition  to  the  present  tendency  (which  is 
best  exemplified  in  Professor  Patten  himself)  to  make  tno 
differences  in  the  v;ants  and  actions  of  men  the  corner  stone 

(1)  -"Economic  Journal  for  Marcli,  1R91. 

"Wie  man  ■ftbcr  den  V/erth  urtheilt  ,  muss  man  aber, 
wenn  man  folgerichtig  bleibt  ,  letztlich  <lbor  die  'Virths- 
chaft  urtheilen. "   Der  Katttrliche  Werth,  p.  ^a. 

(2)  Theory  of  Dynamic  Economics. 


of  econoriic  theory.   This  increased  consideration  oi'  the 

human  element  is  causinn;  a  change  in  the  idea  assigned  to 

the  word  value **-y  ■ 

The  old  method  of  regarding  wealth  as  the  result 

of  physical  environment,  and  of  measuring  it  in  terms  of 

coiTimodit  iss ,  led  to  an  abstract  science,  and  economic  terms 

v/erfe  robbed  of  that  personal  color  and  life  which  they  have 

in  popular  tisage.   The  economist  taught  that  a  man's  v/ealth 

was  the  number  of  commodities  that  he  could  claim  to  the 

excltision  of  his  nei^-hbor,  and  that  value  was  only  the  ra- 

(1) 
tio  of  exchange.   Nearly  a  century  has  passed  since  Malthus 

made  a  plea  for  a  return  to  the  popular  use  of  economic 

terms,  but  ^'o  slow  has  been  the  progress  in  that  direction 

(2) 

th>at  Professor  J.  B.  Clark  and  others   are  still  finding 

that  a  careful  analysis  of  popular  usage  yields  new  and 
useful  definitions. 

The  disparity  in  the  use  of  terms  is  a  g^eat  hin- 
drance to  the  development  and  dissemination  of  sound  econom 

(1)  Definitions  in  Political  F.conomy. 

(2)  Tho  Philosopliy  of  \Vealth,  chapi.er  V. 

"The  V/ealth  Concept."   Dr.  C.  A.  Tuttle   The  An- 
nals for  April,  1S91. 


ic  theory;  and,  if  I  mistake  not  the  disparity  originates  to 
•sone  extent  in  the  fact  that  the  political  economist  has 
been  in  the  habit  of  locking  upon  economic  life  from  the 
standpoint  of  commodities,  wJiile  ordinary  people  viev/-  the 
saHe  phenomena  from  their  o\Tn  standpoint  -  that  of  man,  the 
embodiment  of  wants  seeking  to  be  satisfied. 

In  regard  to  no  other  term  is  this  difference  more 
apparent  than  in  the  use  of  the  .iviruL    value.   Value  is  still 
commonly  defined  as  "The  ratio  of  exchange  between  commod- 
ities", or  "purchasing  pov/er."   If  a  bushel  of  wheat  exchang3s 
for  a  hat,  each  expressas  the  value  of  the  other,  and  to 
tell  '.yhether  any  object  has  risen,  in  value  we  must  simply 
ascertain  whether  it  exchanges  for  more  er=ifias  of  other 
things  than  it  did  before.   On  the  other  hand,  in  popular 
language  value  is  more  directly  connected  with  human  feel- 
ing.  Anything  is  valuable  which  satisfies  want  and  cannot  b 
be  replaced  without  effort  or  sacrifice.   The  more  urgent 
the  v/ant  whose  satisfaction  is  dependent  upon  a  particular 
object  the  "greater  is  the  value  of  the  object. 

Im^ ine  two  hunters  meetyln  a  wilderness.   One  is 
famishin;^  with  h\;inger  and  has  nothing  but  brandy  in  his  can- 
teen.  The  other  has  just  been  bitten  by  a  rattlesnake  and 
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has  only  sandwiches  and  coffee,  for*  refreshment.   They  will 
very  likely  exchange  wares  on  the  same  ratio  as  if  neither 
vfere  in  special  need.   Considering  these  commodities  by  them- 
selves vfitliout  reference  to  other  goods,  the  older  economic 
theory  would  say  that  their  value  is  not  changed  so  long  as 
they  exchange  on  the  same  ratio;  but  every  one  feels  that 
\\      the  special  need  of  the  mengives  special  value  to  the  com- 

A 

modities. 

Again,  the  economist,  taking  commodities  for  his 
standpoint,  would  say  that  a  dollar  is  worth  as  much  to  one 
man  as  to  another  so  long  as  it  purchases   the  same  amount 
of  goods;  but  other  people  have  an  instinctive  sense  that 
a  dollar  is  more  valuable  to  a  poor  man  than  to  a  million- 
aire.  Y/hen  an  ordinary'-  laborer  had  to  work  hard  all  day 
for  a  sixpence  a  person  innocent  of  economic  study  vfould  not 
say  that  money  'tfas    cheap  though  it  required  the  whole  six- 
pence to  buy  a  pound  of  fine  flour. -^ 


-Value  in  popular  language  is  measured  in  hiiman  wants^ 
sacrif icej and  efforts,  while  value  in  the  political  econ- 
omies rs- measured  in  commodities. 

To  such  an  extent  did  the  idea  of  commodities  domin- 
ate the  minds  of  Ricardo's  disciples  tliat  they  looked  upon 
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the  cost  of  raising  and  supporting  men  as  the  natural  price 
of  labor^  and  considered  the  commodities  produced  beyond 
th«J-p  price  as  so  much  profit;  and  even  Marshall  is  criti- 
cised by  V/agner  on  the  ground  "that  the  laborer  is  regarded 

O^f^  /UUtrzd^jZ^oi^-1.1  (  1  ) 

as  a  means  for  production  as  a  means  for  the  laborer".  -^ 

^/\  ^ 


,     f . 


<.  The  socialist  and  the  protectionist  have  pointed  out 
this  weakness  in  the  older  economics;  and,  largely  under 
German  leadership,  the  human  element  has  been  brought  for- 
^rard  imtil,  in  the  language  of  Professor  Ely,  "man  is  made 
the  beginning  and  the  end  of  all  inquiries  and  nature  is 
regrarded  as  his  servant." 

But  while  economists  have  come  to  recognise  hujnan 
activity  as  the  subject  and  human  welfare  as  the  object  of 
their  inquiries , -s-fe-±-3ri  the  prevailing  system  of  economic  the 
ory  is.encixmbered  with  the  old  conceptions.   Until  quite  re- 
cently the  more  humanizing  economists  have  devoted  their 
efforts  to  historical  and  comparative  investigations  rather 
than  to  systematic  theory.   We  are  still  told  that  a  general 
rise  or  fall  of  valuej  is  impossible,  and  values  of  conrnod- 
ities  are  still  reckoned  in  terms  of  other  conmodities. 

It  is  noticed  that  tb.is  ratio  of  exchange  between 

commodities_  is  constantly_  changing^  __An_OTjq>ce_ pf_gpld_  will 
(T r 'Qua'r t e"r ly  ~J ourn?i  of  E c'onomi c s  ,  vol.  5  , p . 33 2 .  ^( 2 )  Polit- 
ical Economy,  p.  109  .  "Ausgc&igsCpunkt  ,  wie  Zielpunkt  wMovi^-r^ 

5     *^''  jU-t^iUyl-C^  L' 


exchange  for  more  goods  at  one  time  than  at  another.  ^o   a 
multiple  standard  has  been  proposed  as  a  basis  for  computing 
the  ratio.   But,  at  its  best,  the  ratio  conception  of  value 
can  give  us  only  a  system  of  relations  v^ith  nothing  solid  «t9 
upon  which  to  stand.   What  student  of  economics  has  ever 
tried  to  work  out  a  problem  such  as  the  ultimate  effect  of 
an  eight  hour/*  day,  or  of  a  tax  on  land,  without  feeling  ih 
that  the  whole  economic  system  is  in  the  air  with  no  fixed 
point  from  v;hich  to  judge  of  movements? 

Professor  Perry  notices  this  difficulty  but  sees  no 

(1) 
remedy  for  it.   He  says:- 

"The  notion  of  value  is  not  conceivable  exceiit  by  a 

comparison  of  t  .'O  things,  and  what  is  more,  of  two  things 

mutually  exchanged.   ''Political  Economy  therefore  is  based 

on  a  relative  idea,  and  has  to  do  from  beginning  to  end  vrith 

a  relation.  ^How  in  this  there  is  an  inherent  difficulty 

and  a  difficulty  too  which  can  never  be  obviated.   '*'It  lies 

in  the  very  nature  of  tlie  subject,   Hen  much  more  readily 

apprehend  an  absolute  idea  than  a  relative  one.   They  more 

Wissenschaft  ist  der  'lensch.  "-  RoscJier,  Quoted  in  Smart's 
Introduction  to  the  Theory  of  3^alue. 

(1)   Elements  of  Political  Economy,  p.  54. 


easily  follov^  a  discussion  touching  the  independent  attri- 
butes of  single  objects  ^-jf-*^  than  a  discussion  touching 
value,  which  is  not  an  attribute  of  any  one  thing,  but  a  re- 
lation subsisting  between  tv;o  things."   Grant  that  value  is 
merely  the  ratio  of  exchange  and  we  have  the  foimdation  of 
economic  theory  only  unstable  commodities  for  each  of  which 
our  esteem  is  constantly  changing;  fluctixating  with  every 
change  of  environment,  and  with  every  step  of  progress. 

But  why  not  abandon  this  colorless  concept  of  val- 
ue?  In  common  language  value  denotes  not  a  mere  relation 
but  a  real  attribute  of  things.   To  the  ordinary  man  an  ob- 
ject v/liich  satisfies  his  want  and  saves  him  troiible  is  val- 
^  uable  in  the  same  wc-ythat  anything  which  effects  the  retina 

A 

of  his  eye  in  a  certain  'vay  is  i-ed,  or  just  as  anything 
which  is  strongly  attracted  by  gravity  is  heavy.   Value,  red 
ness ,  heaviness  are  real  attributes  of  things.   It  is  only 
when  \'fe    consider  how  valuable,  how  red,  or  how  heavy  that 
we  ai^e  obliged  to  bring  in  other  objects  for  comparison.   As 
we  have  already  noticed,  the  popular  cencept  of  value  ap- 
peals directly  to  human  wants  and  sacrifice.   The  recent 

(1) 
development  of  economic  theory  is  in  that  direction.— 

// '  "^ 

(1)   I'a^s  c'est  la  subjectivite  qui  domine  et  -  en  tous  cas- 

qui  cest' 1g  px)iRt;-de  depart"  "C'est  par  le  comparison  des  be- 

soins  et  des  moyens  de  les  satisfaire,  qt^e  la  notion  de  la 

7  (over) 


-Having  already  come  to  recognize  human  welfare  as  tefe 


the  centre  of  all  practicr.l  invest if:;at ions ,  we  ou/rht  to  wel- 
come  the  present  tendency  to  make  it  the  center  of  theory 
as  v/ell.   There  can  be  no  doubt  but  that  a  true  analysis 
of  economic  laws  founded\upon  the  idea  of  value  as  a  real 
attribute  instead  of  a  relation  o   commodities  would  make 
our  science  more  acceptdble  to  ordinary  people.-) 


oSuch  a  system  must  be  more  substantial  than  the  . 
present  ono  because  more  true  to  nature,  and  more  easilj'' 
taught  because  more  in  harmony  with  popular  conceptions. 

Adam  Smith  in  making  labor  the  ultimate  standard  s 

seems  to  found  the  conception  of  value  directly  upon  human 

(1) 

sacrifices,    and,  notwithstanding  the  strenuous  efforts  of 

valcur  s'etablit  dans  notre  esprit." 

Maurice  Block.   Les   Progres  de  la  Science  Economique.   pp. 
114,115. 

(1)  ''^Equal  quantities  of  labor,  at  all  times  and  places,  may 
be  said  to  be  of  equal  value  to  the  laborer.   In  his  ordina- 
ry state  of  health,  strength,  and  spirits;  in  the  ordinary 
degree  of  his  skill  and  dexterity,  he  must  always/  lay  down 
the  same  portion  of  his  ease,  his  liberty,  and  his  happi- 
ness.  The  price  which  he  pays  must  always  be  the  same, 
vThatever  may  be  the  quantity  of  goods  wh.ich  he  receives  in 
return  for  it.   Of  these  indeed  he  may  sometimes  purchase 
a  greater  and  sometimes  a  smaller  quantity;  but  it  is  their 


thoi:-  value  which  raarhUL  uli'iich  varies, not  that  of  the  labor/ 

which  purchases  tnem". 

The  Wealth  of  Nations,  Book  1.,  chapter  V. 
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his  successors,  this  idea  of  value  has  never  been  entirely 
eliminated  from  econoinic  writinp;s. 

But  the  recent  tendency  to  directly  connect-,  this 
idea  of  value  ",7ith  human  welfare  has  been  upon  the  side  of 
utility  rather  than  of  labor  sacrifice. 


<:^^h.°   Ricardaan  economists  have  always  recognized 
utility  as  a  requisite,  thovi^h  not  a  determinant  of  value, 

,7,-7:.  t-L^ 

but  jGieffls  ,  while  still  maintaining  the  ratio  concept  of 

value,  prepared  th^e  'ray  for  its  do-.mfall  by  sliowing  that 

"fi}S^  degree  of  utility  determines  value.  " 

I"  was  natural  that  the  new  treatment  of  value 

shoidld  have  originated  in  Germany  '/.'here  political  economy 

v/as  studied  from  ti:e  standpoint  of  social  progress  rather 

than  th-it  of  A-.^ealth  for  its  ov,-n  sake,  and  Y/ieser  accredits 

(2) 
the  first  exposition  of  use-value    to  the  German  economists. 

(1)  ^'sut  I  am  inclined  to  believe  that  a  ratio  is  not  the 

meaning  that  most  persons  a'  tach  to  tl^e  word  '^alue.   There 
is  a  certain  sense  of  esteem  or  disirablencss ,  which  we  may 
have  with  regard  to  a  thin~  apart  froin  any  distinct  conscious 
ness  of  the  ratio  in  wliich  it  wori3d  exchange  for  other 
things.   I  may  suggest  that  this  distinct  feelin.-;  of  value 
is  probably  identical  with  tlie  final  degree  of  utility.  "- 
j7<>»»»*4/^^The  Theory  of  Political  Ec^onomy ,  p.lC2,third  edition- 
^  (2)   The  Use-value,  Geb^a^ch-swerth ,  of  tlie  Austrian  econ- 

omists (See  Naturliche  'erth,  p.  26,  no'e.)   must  be  dis- 
tinguished from  the  value- in-use  of  Adam  Smith  and  the  T.nr- 
lish  School.   The  latter  is  simply  utility  while  tlie  former 
is  limited  by  marginal  utility.   Other  German  writers,  how- 
ever, use  the  word  Gebra^chswerth  in  the  sense  of  valv.e-in-: 
use  or  utility;  e,  g>  ,  Cohn  -  National  ok  on  omi.«.  vol.1. p. 201. 


(1) 

But  it  is  in  Austria   that  the  subjective  nature 
of  value  has  been  most  fully  recognized  and  its  lav^s  most 
fully  developed  on  the  side  of  utility;  wliile,  in  Amet-iea, 
Professor  Clark  ha.-  shovrn  the  relation  between  value,  mar- 
ginal  utility,  and  marginal  labor  sacrifice;  and  Professor 

Patten  has  developed  the  intimate  relation  between  subjec- 

J 

tive  values  and  social  progress. 

But  let  us  consider  '.vhat  this  word  value  has  come 
to  mean. "   ' 

(1)  Menger  -  Grundsatze  d«  Yolks-.rirthschaf  tslefeft» ' 

at  V/ieser  -  Der  i^Iaturliche  '.Verth.  ^/dS-i-^^i.-zJu^-^^!^^ ,    Positive  2he- 

Ci  ory  of  Capital.   For  c.n  excellent  statement  of  the  Austrian 

theory  see'''' An  Introduction  to  the  Theory  of  Value"-  ^^illiam 
Smai,'t.    J.  B.  Say  presented  a  theory  of  value  foimded  on 
utility  ^arly  in  the  present  centiiry;  "C'est  I'utilite  des 
choses  ^ii-t-\-    qui  est  le  premier  fondement  de  la  valeiir 
qu'elles  ont ;  rnais  il  ne  s'ensuit  pas  q^'.e  leur  valeur  s' 
eleve  a;i  niveau  de  leur  utilite;  elle  ne  s'^eleve  qu'sm  ni- 
veau de  I'utilite  qui  leur  a  ete^  comrnuniquee  par  I'homme." 
Cours  D'e'conoiiiie  Politique,  third  edition ,  ^.80. 

(2)  Especially  in  an  ar-icle  entitled  "The  Ultimate  Stand- 
ard of  Value"  which  appeared  in  The  Yale  Review  for  October 
1892.  ^ 

(3)  ^.specially  in  Jiie  Theory  of  Dynamic  Economics"  pub- 
lished by  the  University  of  Pennsylvania,  1S92;  and  "Die 
Bede»tung  der  Lehre  vom  GroHZ^'itzen"^  published  in  Conrad's 

Yahrbuch;  flfritte  i^olt";e,  Bd.  IT.  ,V1. 
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-In  rocent  econoip.ic  litorature,  as  "fell   ac  in  popular 


language,  anything  is  valuable  which  satisfies  vrant  and  can- 
not be  rGplaced  v/ithout  effort  or  sacrifice.   Usefulness, 
or  utility  denotes  a  po'Tor  to  satisfy  v/ant* ,  but  value  has 
the  additional  element  of  sacrifice  of  subs tittit ion.   It  is 

the  utility  that  \7ould  be  lost  -.vith  the  loss  of  the  pai'tic- 

(1) 
ular  object  in  question. 

V/ould  an  article  in  possession,  if  removed,  be  re- 
placed ?;itjiout  sacrifice,  li;se  the  air  in  a  closed  room? 
The  measui-e  of  its  value  is  nothing.   V/ould  it  be  replaced 
at  soi:i3  sacrifice?   I^s  value  is  guaged  by  the  sacrifice. 

\7ould  an  imperfect  substitute  take  its  place?   Its  value 

(  n 
is  guaged  by  the  two-fold  sacrifice  entailed. 

Y/e  may  say  that  our  dictionary  v/ovild  be  v/ortli  a  '..un- 

dred  dollars  to  ixs  if  no  other  could  be  obtained,  but  so  d-^z^ 

L. 

('7  This  is  the  meaning  that  the  ^^'■i^.^  value  nearly  al'vays  has, 
more  or  less  clearly  defined^when  iised  in  connection  with 
economic  affairs,  but  popular  language  recognizes  no  re- 
strictions and  it  would  not  be  difficult  to  find  examples 
whets- the  "vvord  value  is  used  as  synomymous  with  utility. 
(2)   This  illustration  is  taken  from  Professor  Clark's 
Philosophy  of  Wealth,  chap.  5,-  with  the  word  value  substi- 
tuted for  effective  utility.  It  seems  useless  to  enci.unber 
our  theory  with  the  distinction  bet'-veen  effective  iitility  ac 
a  quality  and  value  as  a  measure  of  the  quality.   Value,  lifef 
weight,  is  a  quality  though  usually  considered  quantita- 
tively. 
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as  an  equally  ;;;ood  dictionai-'y  can  bo  obtained  i'or  ten  dol- 
lars, ten  dollars  is  the  limit  of  its  value.   One's  hand 
is  oi"  great  value  to  him  i'or  it  is  very  useful,  and  a  sat- 
istactory  substitute  cannot  be  obtained.   If  a  confectioner 
has  more  ice  cream  than  lie  can  sell  or  use,  any  amount 
v.'ithin  the  surplus  has  no  value  to  him,  for  if  annihilated 
it  could  be  replaced  from  t]:at  which  would  otherwise  spoil, 

but  unless  he    chooses  to  reduce  his  price  the  value  of  ice 

(1) 
cream'  to  those  who  buy  v/ill  remain  as  before. 

In  those  days  of  interdependence,  wiien  ev^rj   one  has 
in  some  way  hired  out  his  services  to  his  neighbors  while 
supplying  his  ovm  Vrrants  by  purchases  with  the  money  he 
gets,  it  is  evident  that  the  value  of  ritost  oi'  our  exchange- 
able commodities  will  correspond  to  the  market  price  of 
such  commodities,  for  "hpt  price  repi'esents  tlie  sacrifice 
which  v.-^ould  be  required  to  replace  them.   So  important  are 
market  prices  in  determining  values  that  wo  msS^   comrionly 
use  the  word  value  to     te  simply  the  amount  of  money 
which  we  would  have  to  give  for  tlie  object  in  view,  or  the 
amount  of  rr.oney  for  which  it  would  sell. 


(1)   This  example  illustrates  the  principle  of  final  util- 
ity, which  is  made  the  criterion  of  value  by  Jevons  and  the 
Austrian  economists.   It  also  shoves  how  tlie  effect  of  that 
principle  iipon  market  values  is  often  thwarted  by  individ- 
ual volition. 

Notice  that  the  same  object  may  have  very  different 
values  to  different  people.  ^^ 


The  forcsG  which  inl'liionce  niei-chants  and  other  sel- 
lers in  determining  prices,  and  through  prices,  the  value 
of  things  to  individuals,  must  be  considered  under  the  the- 
ory of  prices,  but  our  present  concern  is  rather  with  the 
unit  of  value. 

As  society  is  no\r  organized,  very  few  people  supply 
their  ov/n  food,  clothing,  shelter  or  recreation;  all  these 
necessities  and  enjoyments  are  obtained  t}-irough  t?ie  mediuri 
of  money;  and  so,  naturally  enough,  the  monetary  unit  i^.as 
become  the  prevailing  standard  of  value.   TI;e  monetary  iinit 
is  an  exceedingly  convenient  unit 


for  several  reasons :(1)  it  is  definite  and  familiar  to  all 
as  the  constant  laediiuii  of  exchange;  (2)  it  is  readily  divi- 
ded or  multiplied  to  express  any  degree  of  value;  and  (3) 
it  equates  the  j^ersonal  element,  and  expresses  values  in 
terms  adapted  to  the  purpose  of  exchan":e. 

To  illustrate  the  last  point  let  us  picture  to  our- 
selves a  rich  man,  a  poor  man. and  a  pet  dog.   Perhaps  the 
poor  man  -Tould  make  a  great  sacririce  to  keep  the  dog,  while 
the  rich  man  cares  but  little  for  it.   That,  hov/ever,  is 
a  personal  valuation,  and  does  not  indicate  whicli  man  will 
have  the  dog.   But  if  the  poor  man  considers  it  worth  five 
dollars  to  him,  vrh.ile  ?iis  more  fortunate  neighbor  is  ready 
to  pay  six  dollars  for  it,  the  dog  is  pretty  sure  to  fall 
to  the  rich  man.   The  valuations  in  Lxnits  of  money  »«  the 
terms  from  which  the  ratios  of  exchange  are  determined.   Un 
der  the  present  social  order  the  commodity  gbsb  to  the  one 
who  vrill  pay  most  for  it,  but,  ovang  to  the  inequality  among 
men,  this  is  not  usually  the  one  v^ho  wsnts  it  most. 

The  amot-int  which  I  arn  willing  to  pay  for  a  favorite 
picture  depends  not  only  upon  the  importance  of  the  pict^^re 
to  mo  as  a  source  of  grat  ifdcationy  'owt    also  u.pon  the  impor- 
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tance    of  a   dollar   to  rae.  y 

C_^',Tien  v/e  speak  oi'  the  valu.G  of  a  house,  or  of  c?  cow, 
vfe  usually  rot'er  to  the  munber  of  dollars  that  it  is  worth, 
but   we  have   no    conception   of   its   real  value   to  the    owner   >i^ 

till   \fn  know  his    estimation    of   a   dollar.      The    arionnt    of 

(1) 
pleasure  or  hardship  that  depends  upon  its  possession. 

Values  alwa7/s  originate  and  derive  botii  their  mean- 

im;  and  their  amount  frora  such  considerations  of  human  vfell 

beins  thourh  the  coloring  is  largely  lost  by  expressing  them 

in  terms  of  dollars  and  cents. Back  of  all  money  values  lie 

personal  values,  and  money  values  cannot  be  explained  till 

the  nature  and  laws  of  personal  values  have  been  discovered.-^ 

V>,  The  money  dollar  is  objective.   It  is  but  a  commod- 

it}/',  '.Thile  value  is  subjective  and  e-oncerns  lauman  v/ants  and 

sat  isfactions.- 

The  possession  of  a  dollar  may  be  a  matter  of  life 


{l)','/hen  we  say  that  this  article  is  worth  tv/o  dollars  and 
that  article  is  worth  five,  v/e  do  not  consider  the  fact  that 
a  dollar  has  a  very  different  value  to  different  people  - 
nor  do  vfe  deny  the  fact.   Values  expressed  in  tei'ms  of  the 
monetary  unit  are  called  objective  values  because  the  unit 
is  objective.   The  values  themselves  are  subjective  and  must 
vary  in  the  same  ratio  that  the  unit  varies  when  referred  to 
different  people. 
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or  death  to  one  man  while  another  man  woiild  hardly  lift  his 
finger  for  so  paltry  a  siini.A 

.Taxation  in  proportion  to  property  or  income  is  jus- 
tified not  on  the  ground  of  the  benefits  derived  froin  gov- 
ernjaent ,  but  rather,  of  its  approximation  to  equality  of 

But  hoTT  may  the  varying  value  of  the  monetary  lonit 
to  different  individuals  be  revealed  and  meastxred?   Two 
methods  are  contending  for  our  acceptance,  one  looking  to 
the  utility  of  the  dollar,  the  other  to  its  cost. 

Suppose  a  man  to  spend  his  income,  dollar  by  dollar, 
purchasing  goods  in  the  order  of  their  importance  to  him. 
The  utility  of  the  last  dollar's  v/orth  '.vould  determine  the 
value  of  money  to  him  for  that  v/-ould  be  the  satisfaction 
whicli  the  loss  of  any  dollar  would  intercept. 

'On  the  other  hand  most  people  earn  money,  or  at 
least  save  it,  by  fatiguin-,  or  otherwise  disagreeable  la- 
bor.  If  they  value  a  dollar  highly  they  vfill  ]^rolong  their 
labor  till  it  becomes  decldfedly  burdensome,  .but  if  they- 
place  a  low  estimate  upon  the  money  earned  they  will  stop 
v^hen  the  sacrifice  of  continuing  would  be  slight.   One  nat- 

IG 


1 


urally  works  till  the  plnasure  to  be  derived  from  the  pos- 
session of  another  cent  is  just  offset  by  the  displeasure  of 
earning  it,  and  of  course  one  values  every  other  cent  in 
his  possession  at  the  same  rate.-) 

t—  The  sacrifice  involved  in  the  earli3r  hours  of  labor 
does  not  indicate  the  valu?  of  the  earnings,  for  a  dime  lost 
can  be  replaced  only  by  extending  the  labor  day.  ~y 

d  The  earnings  of  the  earlier  hours  -vill  contain  a 

^     1 

surplus   above   tlva    subjective    cost    of   that   jiortion   of   labor. 

_      A_ 

(1)   Professor  Clark,  in  the  Yale  Revie\Y  for  November  1892, 
illustrate^  these  subjective  utilities  and  costs  by  the  fol- 
lowing diagrami : 

c 


A  B  is  the  length  of  the  day,  v/nile  A  C  is  the  pain  of  the 
earliest  labor,  and  3  D  that  of  the  last.   A  E  represents 
the  gain  futilityj  secured  by  the  first  product,  and  ^.   D 
that  of  the  last.   B  D  is  in  fact  two  coinciding  lines,  of 
which  one  measiires  the  burden  of  the  final  labor,  and  the 
other,  the  gain  of  the  final  consumption.   The  areaABDC 
measures  the  total  sacrifice  involved  in  a  day's  labor;  ABDE 
is  the  total  gain  and  CDE  is  a  surplus  gain,  representing 
the  net  benefit  of  a  day  of  industry.   All  gains  below  the 
lino  CD  are  exactly  offset  by  costs." 

Page  266 
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It  is  not  easy  to  determine  whether  the  iinportanco 
of  a  dollar  to  its  possessor  is  best  revealed  by  referring  "^ 
the  additional  pleasure  that  it  Vicill  give  or  to  the  dis- 
pleasure which  its  possession  Till  save.   So  far  as  people 
regulate  their  actions  with  reason  the  two  methods  would  is^i 
give  equivalent  results,  for  it  is  not  reasonable  to  endure 
a  hardship  for  money  unless  the  money  will  yield  a  pleasure 
equal  to  the  hardship,  nor  is  it  reasonable  to  shun  a  hard- 
ship until  it  has  bocome  equal  to  the  additional  pleasure 
to  be  derived  from  the  money  v/hich  it  yields. 

It  may  bo  claimed  that  the  utility  method  is  of 
more  universal  application  than  the  cost  method,  for  so  l^ar 
as  labor  sacrifice  is  eoncernod.many  people  'lave  fixed  in- 
comes, fixed  hours  of  labor,  or  fixed  habits  of  life  w'lich 
interfere  '<vith  the  natural  limitation  of  the  period  of  la- 
bor and  the  resulting  equivalence  between  the  final  labor 
sacrifice  and  the  utility  of  the  final  earnings.   The rnusic 
teacher  would  be  glad  to  give  more  lessons  at  tlie  same  rate 
per  hour,  and  more  calls  vrould  be  acceptable  to  the  physi- 
cian.  On  th;;  other  hand  nearly  everyone,  oither  in  his  reg- 
ular occupation  or  outside  o;  it,  is  often  called  upon  to 
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decidn  v/'  pther  the  sacrifice  involved  in  continuing  work 
equals  the  utility  of  the  money  to  be  pjained  or  saved;  in 
other  r.'ords ,  to  decide  ivhether"  it  v;ill  pay  to  xfork    any  lon- 
ger; and  there  is  reason  for  the  belief  that  sacrifico  and 
hardships  arc  more  definite  and  capable  of  estimation  than 
pleasures. 

No  attempt,  I  think,  has  ever  been  made  to  establish 
a  unit  of  siibjective  pleasure,  but  on  the  side  of  hardships 
the  labor  unit  has  been  proposed.   V/e  have  found  tb.e  sacri- 
fice at  the  natural  close  of  a  labor  period  to  be  an  index 
of  the  value  that  one  places  upon  the  earnings,  but  how  can 
we  compare  tliis  sacrifice  in  respect  to  different  individ- 
uals?  It  is  not  an  easy  matter.   But  apart  from  any  spe- 
cial consideration  of  the  burdensomeness  of  the  last  mo- 
ments of  a  labor  period,  a  day's  labor,  or  an  hour's  labor, 
may  be  taken  as  a  unit  of  sacrifice,  thoiigh  it  is  necessa- 
rily inaccurate. 

Lot  us  reti^rn  to  the  comparison  of  t}ie  rich  with  the 
poor  man.   Suppose  them  to  be  in  equal  physical  condition 
and  both  caught  in  a  storm  at  a  distant  station.   If  not 
moved  by  selfisli  considerations  you  will  as  readily  lend 
your  umbrella  to  one  as  to  the  other.   It  will  he   an  equal 
service  to  either.   If,  however,  yorx  wish  to  make  money  on 
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your  fortunate  .possession ,  the  poor  man  I'lay  tell  you  that 
the  use  of  the  Lunbrella  v;ould  not  be  ■:rorth   twenty-five  cents 
to  him,  though  the  ricl:  man  would  be  glad  to  use  it  even  if 
you  charged  him' two  dollars  for  the  favor.   Put  if  instead 
of  money  you  should  ask  an  hour's  labor  for  the  use  of  the 
umbrella  the  two  men  might  be  i^ilaced  upon  an  equality  again  . 
Probably  the  most  general  available  criterion  of  the  real 
value  v;^^  piece  upon  ..loney ,  or-  any  other  comiiiodity,  is  tlie 
aiaount  of  labor  we  are  v/'illing  to  p^ive  for  a  certain  quan- 
tity of  it.    It  seems  just  to  the  socialist  t>iat  the  state 
should  demand  equal  hours  of  service  from  each  member  of 
society;  with  a  corroction,  to  bo  sure,  for  labor  tliat  is 
especially  disagreeable. 

Yet  before  accepting  the  hour  of  labor  as  the  unit 
of  personal  sacrifice  or  valuation  we  should  consider  that 
some  people,  from  personal  characteristics,  dislike  labor 
more  than  others,  and  that  labor  involves  an  extra  sac- 
rifice to  some  on  account  of  their  desire  to  use  their  time 
in  the  purstiit  of  otlier  objects. 

But  to  the  comraercial  v/orld  this  personal  vmit  of 
value  is  of  less  importance  than  the  generalized  unit  which 
like  the  dollar,  v/ill  sorve  to  measure  tiie  comparative  val- 
ues of  different  tilings  to  every  one,thoug}i  it  necessarily 
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fails  "o  indicate  the  relative  values  of  the  same  thing  to 
different  people. 

The  importance  and  precision  of  the  monetary  unit 
arises  from  the  fact  that  the  system  of  one  price  to  all  is 
generally  prevalent^ 

^-However  much  tiie  value  of  a  dollar  to  different  in- 
dividuals may  vary,  yet,  in  as  much  as  it  represents  to 
everyone  a  definite  amoimt  of  purchasing;  power^the  dollar 
must  remtin  the  unit    of  chief  importance  in  co:Tirncrce. 


CEvery  one  depends  upon  commerce  for  the  satisfaction 
of  a  large^  nLimtaor  o.'  his  'rants  and  hence  must  arran/^e  his 
scale  of  personal  valuations  on  the  basis  of  the  unit  of 
purchasing  po'.yer.   He  JUst  form  a  mental  estimation  of  the 
importance  of  a  dollar  to  liim  and  re^t^ulate  his  economic  life 
in  accordance  vfi  th  that  estimation. 4 


The  relations  which  arise  between  the  personal  val- 
uation of  the  unit  of  purchasiniT  po  'er  and  of  cotmnodities , 
determine  the  course  of  trade ,^ 


To  each  individual  the  dollar  is  a  \anit  of  value, 
but  as  bet-veen  individuals  of  different  economic  standinr;  it 
is  a  unit  of  purchasing  power  rather  than  of  value. 
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The  ideal  of  socialism  would,  make  the  unit  of  per- 
sonal valtie ,  of  sacrifice,  also  t'le  unit  of  purchasing  pov;- 
er  but  suel-i  a  dream  is  far  from  realization.   Under  the 
present  social  ordor  each  one  is  rewarded  in  proportion  to 
his  contribution  to  tlie  general  v/elf  are ,  rather  than  upon 
the  basis  of  the  personal  effort,  or  sacrifice  involved,  and 
the  unit  of  purchasing  power  is  objective  rather  than  sub- 
jective. 

We  may  be  willing  that  personal  value  and  purchasin--^ 
po -er  should  bo  t;;us  -di=i±£±ad ,  but  the  monetary  unit  has  a 
ne-v  significance  when  taken  as  the  standard  of  deferred  pay- 
ments.->. 

^Y/e  have  found  the  dollar  to  represent  very  different 
values  to  different  individuals,  but  wl^ilo  this  is  true  it 
might  be  possible  for  the  value  of  a  dollar  to  remain  con- 
stant from  decade  to  decade  "/hen  /-eferred  to  people  of  a 
given  econo.uc  condition 'or ,  •'ithout  any  direct  reference 
to  its  personal  importance  the  dollar  might  remain  from  dec- 
ade to  decade  constant  in  its  geno;'al  purchasing  power. 
In  'i/hich  case  H&fcri  the  dollar  be  a  just  standard  of  defer- 
red pa?/m3nt— '\?!:ich  vfoiild  give  the  honest  dollar? 

The  progress  of  industrial  development  is  constantly 
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facilitating   tlie   production   of    conunodit  ies ,      Methods   are 
being   improved,   new  resoiirces    disc^isaad,    and   orp-anization 


is  becoming  more  perfect. 


J 


^^Ii  the  decrease  in  the  cost  and  increase  in  the 
quantity  of  "oods  causes  a  fall  in  their  personal  values 
ought  the  dollar  also  to  fall  in  value  and  thus  rernain  con- 
stant in  purchasing  pon'er?  Or  if,  on  the  contrary,  the  gen- 
eral social  development ,  the  increased  variety  of  consump- 
tion, and  the  v/idening  of  the  circle  of  -mnts,  should  in- 
crease the  marginal  cost,  tho  marginal  utility,  and  thus 
the  personal  valuation  of  coinmodities ,  ou^ht  the  dollar  also 
to  rise  in  value  and  I'stain  a  constant  power  in  exchange 7-7 

>0r  ^s'ould  it  be  more  just  i'.  either  case  for  the 
monetary  ujiit  to  remain  constant  in  value  though  its  ratio 
to  commodities  miglit  change?  Should  the  man  v/-ho  has  borrov/- 
ed  one  hiindred  dollars  for  ten  years  be  compelled  to  return, 
besides  the  interest,  a  sum  equal  to  the  orir;inal  loan   in 
purchasing  pov/'er.or  in  value? 

It  may  be  claimed  with  reason  that  the  verdict  of 
justice  would  depend  lar;^ely  upon  the  contract  made  bet-.vcen 
the  debtor  and  creditor.   The  natural  rate  of  interest  would 
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be  raised  or  lov^erod  if  tlio  contract in,^';  parties  expected 
the  principdV  itself  to  fall  or  rise  in  vclue.   A  depreci- 
ating -^oney  unit  v/ould  bo  balanced  by  a  higher  rate  of  in- 
terest, and  the  conditions  of  the  contract  should  be  fiilfil- 
led.   On  the  other  hand  it  may  be  said  that  the  fu.ture 
clianges  in  the  value  of  the  monetary  unit  are  so  uncertain 
tliat  they  are  very  imperfectly,  if  at  all,  represented  in 
the  rate  of  interest  upon  long  time  loans. \ 


•  flig~~-f^mers  '.vho  complain  of  an  appreciatinf'  curren- 
cy do  not  see  tha,t\they  are  compensated  by  a  lo"/  rate  of 
interest  upon  their  mortgages. 

The  question  involves  many  difficulties.   Professor 

(1) 
E.  A.  Ross    says  all  agree  "that  economic  justice  consists 

in  the  exchan-'je  of  equal  values",  though  he  liimself  abandons 

that  position  if  marginal  utility  be  accepted  as  the  crite- 

(2) 

rion  of  value  jand  I.'r.  Merriam   says  that  "'he  justice  of 

the  debtor's  repaying  to  the  creditor  a  value  equal  to  the 
value  received  need  not  be  defended  as  it  is  seldom  serious- 
ly assailed".  I.'r,    "erriam  adheres  consistently  to  the  final 
utility^  conception  of  value  and  regards  that  as  the  ideal 


(1)  The  Annals,  0ct«^lS9  2., 

(2)  The  Annals,  January,  1893. 
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money  ^.vhich  remains  constant  in  final  utility  to  society, 
ys    that  the  monetary  unit  shall  alvays  represent  the  same 
amount  of  mar-inal  utility  or  real  importance  for  the  well 
bein^  of  society.--) 


*~  Mr.  Merriam  admits  that  such  a  constant  unit  is 
chimerical,  yet  as  an  ideal  standard  it  is  well  to  form  a 
clear  idea  of  its  meaning, 

Wlaat  then  is  this  final  or  marginal  utility  to  soci- 
ety vrhich  seems  to  be  the  criterion  of  social  value?   If 
society,  like  an  individual,  would  use  its  total  income 


unit  by  unit  in  supplying  first  its  most  urgent  v^ants  and 
then  iuG  aooo  uri^^ont  ^ants  in  order,  it  is  evident  that  the 
last  ujiits  of  income  would  have  a  utility  which  would  repre- 
sent  the  importance  or  value  of  o&Jiii  unitjof  the  income.  -^^ 
Then  the  idea  of  value  based  upon  the  final  utility  to  so- 
ciety Tould  have  a  definite  subjective  meaning,  and  the  val- 
ue of  the  unit  could  be  coiipared  from  decade  to  decade. 

But  the  problem  is  not  so  sirpple.   Society  does  not 
satisfy  tho  v/ants  of  -i-i,*  members  in  the  order  of  their  ur- 
gency  but  al'vays''^  £avors  those  members  who  can  give  most  in 

I  A 

return  for  her  favors. 

v;e  have  noticed  that,  owing  to  dif t'erences  in  income 

2.5 


and  in  wants,  the  rnarsinal  utility  of  a  dollar  to  one  man  is 
far  ahead  of  that  to  another  man.  "hile  this  is  so_,inarginal 
utilit;.'  to  society  can  hardly  have  any  definite  meaning. 

Y/hen  it  is  said  that  the  real  value  of  a  dollar  to 
society  should  remain  constant  \-ro   may  well  ask:  To  -hat  pai-'fe 
01  society? 

It  is  quite  possible  for  its  value  to  increase  r.on- 
erally  in  respect  to  the  debtor  class  thour^h  remain inj^  con- 
stant, or  decreasing  to  the  creditor  class,  -y 


^  In  our  efforts  to  re.-^ulate  th.e  value  of  the  monetary 
unit  shoiild  we  consider  the  ricli  or  the  poor,  the  creditor, 
or  the  debtor;  or  should  rro  take  a  ^^^eneral  average  of  all? 
If  a  general  average  is  chosen  upon  -what  principle  should 
the  average  be  made? 

It  is  novf   -'.lenerally  admitted  that  vali-ie  is  subject- 
ive in  its  nature  and  that  it  must  be  referred  to  subjec- 
tive effects  rather  than  to  commodities  for  its  ultimate 
measurement,  but,  having  renotmced  commodities  as  only  an 
artificial  standard,  we  come  inevitably  upon  ^his  difficul- 
t y :   Any  ijinit  of  purchasing  power  must  vary  in  its  sub  j  ec- 
tive  value  according  to  the  economic  condition  o_f  the  person 
to  Y/'hoin  _i_t  i3_  referred. 
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So  far  as  I  know  the  only  attempt  to  arrive  at  a 

subjective  unit  of  value  by  a  combination  of  all  tho  indi- 

(1) 
vidual  standards  is  that  of  Professor  Clark,    v;ho  consid- 
ers "tho  pain  suffered  by  society  as  a  whole  in  the  final 
periods  of  daily  labor"  as  tlio  ultimate  imit  of  value. 

It  has  no-.v  been  over  t\'fonty   ye--irs  since  J£^'2rvn.s   and 
Menger  set  forth  the  relation  of  value  to  final  utility,  and 
v/riters  upon  econoiaic  theory  have  Ions  been  busy  in  formu- 
lating the  lav/i  of  subjective  value;  but  Professor  Clark  has 
«^*r  taken  the  lead  in  deducing  in  a  s c i e^% 4-f-i- a  ma^n»»y  a  sub- 
jective unit  of  exchange  value. ^ 


\youlcl  bo  ^fe4ffie^-y-y  therefore,  -t-e  give  ■»   somewhat 
detailed  e*!-i-t-ietsm-of  Professor  Clark's  conception. 

In  order  to  understand  tliis  conception  of  the  unit 
of  value  •'.re  must  remembei*  that  Professor  Clark  includes 
i-uider  the  pain  of  the  final  period  of  labor  not  only  the 
positive  discomfort  o  '  the  final  labor  of  the  day,  but  also 
the  other  sacrificei;  such  as  foregoing  the  pleasures '.vhich 
continuing  v/ork  prevents.   Thus  the  pain  of  the  final  labor 

(1)   Tho  t^ltiraate  Standard  of  Value. 

The  Yale  Revie;v,  Nov.  1892. 
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is  supposed  to  equal  the  additional  ploasui-e  to  be  derived 
from  the  final  earnings,  and  final  disutility  becoines  equal 
to  final  utility  at  the  point  of  time  vvhen  on>?  chooses  to 
stop  work. 

The  difficulty  of  establishing  this  equality  between 

firial  utility  and  disutility  has  already  been  considered, 

(1) 
and  it  is  treated  at  length  by  Professor  Patten,    who  pre- 
fers to  confine  the  meaning  of  the  terms  cost  and  utility 
to  their  positiv.e  elements,  Yhich  would  leave  a  surplus  of 
utility  above  the  cost  even  of  t'nc   final  labor  of  the  day. 

-®«t  .,_^ant ins  this  equality,  let  us  consider  how 
this  unit  of  "the  pain  suffered  by  society  as  a  xrhole    in  the 
final  periods  of  daily  labor"  is  composed. 

Unfortunately  Professor  Clark  is  not  very  clear  upon 
this  point.   Ho  expresses  the  unit  as  the  sum  obtained  by 
adding  together  the  personal  disutility  experienced  by  each 
member  of  society  at  the  point  oT  time  when  he  chooses  to 
stop  Y/ork ,  but  when  one  attempts  to  ,'^ive  a  definite  meaning 
to  the  conception  a  question  arises  in  regard  to  the  char- 
acter of  these  final  increments  of  disxitility.   Sliall  they 
be  for  equal  infinitesimals  of  time,  or  for  equal  infinites- 
CD  "  Cost  and  Utility,"  The  Annals,  January,  l.'^>93. 
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inals  of  earninss?   In  otlier  v/ords  shall  wo  add  together  the 
disutility  which  each  one  experiences  from,  say  the  last 
minute  of  the  day's  labor,  or  should  we  rather  take  the  dis- 
\itility  involved  in  earning,  say  the  last  cent  of  the  day's 
wages  ? 

The  former  method  would  give  a  unit  v/hich  would  ob- 
viously be  of  little  use  as  a  standard  of  value.   In  t?ie 
first  place,  -.ve  have  no  assurance  that  the  svan   of  disutility 
would  remain  constant,  for  the  development  of  the  arts  of 
production  tends  to  lower  the  marginal  disutility  of  labor, 
while  t!ie  increased  variety  of  consimiption  and  the  develop- 
ment of  new  wants  tends  to  keep  people  at  work  till  the  mar- 
ginal disutility  is  high.   These  tviro  tendencies  may  or  may 
not  exactly  offset  eacVi  other.   If  they  do  not,  the  standard 
of  value  is  not  constant.; 

Ci.In  the  second  place  there  is  practically  no  means 
of  comparing  such  a  unit  of  value  with  the  moiBMatary  unit. 


so  long  as  the  final  minute  of  labor  represents  very  differ- 
ent earnings  for  different  persons. 

Professor  Clark  says,  "The  price  of  th.in^-s  corres- 
ponds to  the  pain  of  acquisition,  of  v/hich  the  iznit  is  the 
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sacrifice  entailed  on  society  by  the  work  of  t';e  final  min- 
ute in  each  of  a  serier,  of  days."   The  context  shows  tliat 
he  does  not  refer  to  the  pain  endured  i)i  producin^^  tho  dif- 
ferent tilings,  but  to  the  pain  to  which  society  will  submit 
in  order  to  purchase  the  t>iings.   In  other  v.'ords  he  ovid&nt 
^j   means  that  society  prizes  a  corniaodity  which  sells  for 
tv/o  dollars  tv/ice  as  highly  as  one  which  sells  for  one  dol- 
lar, and  will  put  forth  a  proportional  effort  for  its  ac- 
(luisition.   If  that  is  all  he  means,  one  can  hardly  ques- 
tion his  proposition:  but  what  lirrht  does  this  throw  iipon 
the  standard  of  value?  So  long  as  one  man  can  earn  a  dollar 
in  the  final  minute  of  the  day's  labor  wliile  for  another 
man  tho  final  minutes  of  three  hundred  days  are  required, 
how  can  we  determine  the  relation  between  a  dollar  and  this 
final  minute  disutility  to  society  in  general? 

If  we  could  add  to^-ether  the  earnings  of  every  mem- 
ber of  society  for  the  final  minute  of  the  day's  work  and 
divide  by  the  nujnbor  of  members  ,  an  average  would  be  reach- 
ed which  mif^it  bo  taken  as  an  index  of  tlie  relation  betv/^eon 
the  monetary  unit  and  tho  final  increment  of  labor.   Then 
if  'H<?.    corild  find  the  average  disutility  of  tlie  final  minute 
of  labor  and  compare  this  average  disutility  of  final  labor 
with  the  average  earnings  of  the  final  T^bo---  v/e  could  ascer- 

30 


(1) 

tain  an  average  value  of  the  monetary  unit.     But  hovr   can 
this  average  disutility  of  the  final  minute  of  labor  be  es- 
timated or  measured? 

This  brings  us  in  position  to  see  the  v/-eakness  of 

Professor  Clai-k's  ujiit  ,  if  we  propose  to  use  it  practically 

(2) 
as  a  standard  of  value.   We  still  have  no  unit  of  disutil- 

(1)  7/e  must  remember,  ho'.vever,  that  an  average  value  is 
necessarily  a  fictitious  value. 

Should  this  av-orage  value  of  a  dollar  remain  con- 
stant it  mi^ht  still  be  an  unjust  standard  of  deferred  pay- 
ments because  in  forming  the  average  according  to  the  above 
method  a  v/'ealthy  man  has  more  weight  th.an  a  poor  man. 

Shoiild  a  hundred  railivay  presidents  double  the  money 
earnings  of  their  final  labor  the  average  value  of  a  dollar 
as  obtained  above  ,  v/ould  decrease  much  more  than  when  a  hnn 
dred  switclimen  doubled  their  final  earnings.   The  greater 
weight  of  large  incomes  in  determining  the  average  earnings 
of  the  final  minute  of  labor  is  not  fully  compensated  by 
the  greater  weight  of  the  poorly  paid  labor  in  determining 
the  average  disutility  of  the  final  labor. 

(2)  It  should  bo  said  Vr.at    Prof.  Clark  does  not  indicate 
that  his  unit  of  value  'vas  designed  for  stich  use. 
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ity  in  terms  of  which  v^e  can  say  that  this  man's  final  min- 
ute of  labor  costs  him  three  units  while  this  other  man 
suffers  four  lanits.   \Yithou.t  some  moans  of  moaGurinf;  and 
comparing  these  subjective  disutilities  of  final  labor  it 
is  impossible  to  determine  the  average  disutility,  which, 
in  turn,  is  a  requisite  for  determining  the  average  subjec- 
tive value  of  a  dollar. 

The  sacrifice  involved  in  the  last  minute  of  a  peri- 
od of  labor  may  serve  as  a  imit  of  value  to  the  individual 
v:ho  chooses  to  stop  v;ork  at  that  time,  bu.t  it  is  not  a  unit 
which  any  one  can  use  except  the  individual  himself.   He 
may  make  use  of  it,  consciously  or  unconsciously,  in  the 
regulation  of  his  own  economic  life,  but  nn   unit  has  been 
devised  in  terms  of  v/hich  the  amount  of  this  final  disutil- 
ity may  be  stated  accurately,  and  combined  with  the  corres- 
ponding sacrifices  of  other  members  of  society.   IVe  can 
compare  and  measure  our  own  pleasure  and  pains,  and,  in 
fact,  do  so  \yhenever  we  decide  upon  what  purchases  to  make 
\ritii  our  income,  but  it  is  not  so  easy  to  say  whether  A 
suffers  t\70,  three,  or  ton  times  as  much  as  B  from  the  last 
minute  of  the  day's  v/ork. 
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It  is  impossible  to  add  these  disutilities,  as  Pro- 


Tessor  Clark  px'oposes,  or  to  average  t?iein. 

Thus  far  our  study  of  final  labor  sacrifice  has 
given  us  no  social  unit  of  value  in  tei-iris  of  which  the  real 
importance  of  anything  to  different  individuals  can  be  ox- 
pressed,   f'luch  less  has  a  unit  boon  found  which  can  serve 
as  a  constant  standard  of  valiie  to  society  from  decade  to 
decade. 


£iy^Tn,  y^  jL^i-c^  i^<C^,C-i<^Ci'«^  A 


But  instead  of  takin-'^  the  final  increments  of  time, 
lee  us  see  if  a  better  result  can  be  '"eached  by  considering 
the  disutility  involved  in  securing  the  last  increment  of 
the  day's  earninf^s.n 


Our  unit  of  personal  disutility  will  be  that  of 
earning  the  last  cent  rather  than  that  of  i^i  Icin-^  the  last 
minute. 

If  w^  co-aid  add  these  final  disutilities  as  experi- 
enced by  each  member  of  society  respectively,  and  divide  by 
the  nuiTiber  of  members,  we  should  at  once  arrive  at  the  av- 
erage value  of  a  cent  to  society. 

But  hei-e  again  we  meet  ■■/ith  the  difficulty  of  expres 
sing  the  subjective  feelings  of  different  people  in  terms 


of  a  common  subjective  unit.   We  have  no  means  of  addinf^ 
these  disi:itili t ies  because  other  people  have  no  means  of 
accurately  telling  us  the  amount  of  disutility  which  they 
experience.   It  may  be  that  physiolor;ical  psycholo.r^y  v/ill 
sometime  supply  a  method  by  v/'hich  the  feelin''"G  of  different 
people  may  be  measured  and  compared  witi:  accuracy,  but  at 
present,  the  task  is  beyond  the  poorer  of  the  economist. 

It  may  be  said,  however,  that  this  practical  diffi- 
culty of  measurement  need  not  interfere  witli  a  purely  the- 
oretical study.   Y/e  should  first  determine  what  the  true 
unit  of  value  would  be  and  then  meet  the  obstacles  to  its 
attainment  as  best  vre    can.  "Let  us  consider  then  whether 
this  second  method  ol'  averaging  final  labor  sacrifice  would 
give  us  a  true  standard  of  value  if  the  indicated  computa- 
tions could  be  made. 

Jjet  us  grant  that  the  disutility  experienced  at  the 
time  one  chooses  to  stop  work  is  a  true  index  of  his  valua- 
tion of  the  earnings,  and  is  equal  to  the  final  utility  of 
the  earnings.   Then  add  together  the  disutilities  experien- 
ced by  all  the  members  of  a  society  in  attaining  the  last 


/  ^ 


'^     ^    ^^^^ 


Sc     '^-f'- 


cent  01    their  dailj'  earninn-s.   Multiply  this  sujr.  by  one  hun- 
dred, and  divide  by  the  number  of  members  in  the  society. 
The  result  will  be  the  average  value  of  one  dollar  to  the 
people  involved. 

If  similar  calculations  made  in  succeeding  years  and 
decades  gave  the  same  average  disutility  we  could  say  that 
the  average  value  of  a  dollar  had  not  changed.  3 


^Y/ould  this  then  be  the  ultimate  standard  of  social 
value?  7/o.jld  it  also  be  the  just  standard  of  deferred  pay- 
ments? 

To  the  former  question  an  affirmative  answer  seems 
necessary,  for  in  as  much  as  the  value  ol"  a  dollar  must 
vary  with  tl:e  individual  we  can  onl;''  take  an  average  to  rep- 
resent the  value  to  societj/'  as  a  whole;  and  when  the  aver- 
age is  taken  according  to  this  metliod  any  change  in  the  val- 
ue of  a  dollar  to  one  pei-son  will  affect  the  result  just  as 
much  as  an  equal  change  on  the  part  of  an^'-  other  member  of 
society,  whether  ricli  or  poor.  "^ 

The  question  in  regard  to  a  jiist  standard  of  defer- 
red payments  is  not  so  easily  answered.  ? 


\Vhen  one  rich  man  accommodates  another  wit!'  the  loan 


of  a  hundred  dollars,  the  suia  is  of  little  account  to  either' 
but  if,  while  the  debt  is  unpaid,  both  men  become  poor  the 
hundred  dollars  comes  to  embody  a  much  greater  value  to 
both  men,  and,  I'rom  the  standpoint  oi'  personal  value  and 
sacrifice,  the  repayment  of  five  or  ten  dollars  mif^ht  jiist- 
ly  cancel  the  original  obligation. 

But  if  the  creditor  has  grov;'n  richer  while  the  debt- 
or  'nas  "%F^fl^n  poor,  such  an  equalization  vould  be  impossible. 
Eithci"  one  man  would  be  obliged  to  repay  more  (in  pei-sonal 
value)  than  he  had  received,  or  the  other  .Yould  have  to  ac- 
cept  much  less  than  he  ha-a  giivon.   The  dollar  -hich  has  in- 
creased in  value  to  one  has  decreased  in  value  to  the  other. 

In  cases  'ffhere  the ^economic  condition  of  the  con- 
tracting parties  l:a3  changed  Vir!:ile  a  debt  is  standing  there 
seems  to  be  no  ivay  of  attaining  ideal  ji;stice;  and  expedi- 
ency may  justify  the  present  custom  of  holding  a  debtor, 
except  in  cases  of  bankruptcy,  to  the  payment  of  the  same 
number  of  dollars  v/hich  he  had  borrowed,  irrespective  of 
their  importance  to  either  party. 

II o.  attempt  is  made  to  adjust  debts  to  the  personal 
standard  of  the  individual,  but  the  attempt  is  often  made 
to  so  regulate  the  currency  that  t'ne  dollar  may  embody  a 
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constant  amount  of  valufi,to  society  in  .f^eneral.  :<zLc/^ 

Relying  upon  the  old.e>'  deTinitions  of  value  as  the 
ratio  of  exchange,  or  po'.vor  in  oxchangeai,  many  v/riters  have 
taken  the  groujid  that  con.3tant  value  to  soci'-jty  would  mean 
constant  purchasing  power;  but  the  rapid  progress  of  indus- 
trial development  is  making  so  great  changes  in  man's  rela- 
tion to  commodities  that  the  theorist  is  turning  naturally 
to  the  deeper  significance  of  value.   It  is  found  to  be  sub- 
jective ill  its  nature,  and  evidently  the  ultimate  standard 
of  value  must  be  a  subjective  standard. 

The  principle^  of  final  utility,  as  measured  in 
terms  of  personal  gratification  or  in  terms  of  the  disutil- 
ity of  final  labor  sacrifice,  gives  us  the  rule  for  meas- 
uring values  upon  the  part  of  the  individual,  and  the  mod- 
ern conception  of  society  as  the  social  organism  has  led  to 
the  application  of  the  same  principle  to  the  determination 
of  social  values,  and  the  expressions  "final  utility/  to  so- 
ciety" and  "final  labor  sacrifice  of  society"  are  brought 
into  economic  literature. 

■".Yhen  all  values  are  expressed  in  terms  of  the  unit 
of  exchange,  this  principle  of  final  utility  is,  perhaps, 


the  chiei'  ^^n/iuu  in  the  determination  of  prices  and  must 
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fifTure   largely    in   the   theorj-   of  prices. 


=13 


<!-,  But  3.3  ^vs  have  alr.e?^dy  seen,  when   wo  attempt  to  as- 
certain the  real  val":e  of  the  monetary  uni"".  itself  re  find 
that  the  conception  of  a  final  iitility  to  society  ^vill  not 
bear  insi)ection.   The  final  utility  ol"  the  dollar  or  the 
cent  varies  with  each  individual. 


cITo  -represent  its  value  to  society  as  a  whole  •re   mu.st 
be  contented  with  an  avera~e. 

Then  the  que.^tion  arises  whether  this  average  value 
of  a  dollar  should  remain  constant  in  order  to  make  it  the 
best  possible  standard  of  4fi^£±n±±-e  payment. 

Contrary  to  the  vie\73  commonly  expressed,  I  wou.ld 
question  -.'hether.  from  the  standpoint  of  social  welfare,  a 
unit  of  constant  average  value  would  be  the  ideal  standard 
of  deferred  payment. 

Suppose  a  fevif  members  of  a  community  to  frrow  very 
rich,  so  that  the  dollar  represents  miich  less  value  tothsm 
than  formerly;  in  that  case  ought  the  coinage  to  be  restric- 
ted or  some  other  means  be  resorted  to  for  increasing  the 
value  of  a  dollar  to  other  people  enough  to  keep  the  aver- 
age  constant?.  ~-<-'^c    <c-c<_  ^ ^'>zc.x^    ^-^-^  ^-<,<^   ^-j^s^,^-,.!*,  -.^^-t 

/     *~r"e  do  not  think  it  unjust  if  the  dollar  represents 
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somewhat  less  toil  and  anxiety  now  than  it  did  a  few  decades 
ago. 

Of  course  fluetiiations  in  the  value  of  currency  are 
pernicious,  and  a  sudden  detraction  from  its  value  would 
bo  robbery,  oLit  it  may  well  be  questioned  whether  tha  nat- 
ural depi-Gciation  which  comes  from  industrial  profjress  is 
not  mors  in  koepin-  v/ith  justic'-'  and  social  welfare  than 
a  juore  strictly  constant"  njiit  of  value  would  be.-j 

^President  "Valker  has  noticed  t'-.at  a  gradually  in- 
C'^easing  cui-rency  is  conducive  to  prosperity,  and  Professor 
Ross  presents  strong  reasons  for  the  clf'im  that  the  debtor 
rather  than  the  creditoi-  class  should  reep  the  benefit  of 
industri&l  progress.   Of  course  t!ie  debtor  whone  economic 
standinr:  has  fallen  would  still  suffer  Msi-'dsliip  in  paying 
his  debt  but  that  is  the  punisliment  v^hich  society  riposes 
upon  the  unsuccessful.,  but  the  debtor  r'nose  economic  stand- 
ing has  remained  stationary  w^ould  net  be  obliged  to  «epay  hL<J{ 
more  in  personal  value  than  he  had  x'eceived  on  account  of 
the  success  of  other  members  of  society. 

Doubtless  the  steady  depreciation  in  the  average 
valiie  of  a  dollar  'fould  tend  to  keep  interest  somewhat  above 
the  natural  rate,  but  the  effect  would  certainly  be  slight 
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for  the  depreciation  itself  woiild  not  be  perceptible  except 
for  a  long  period  of  time.   Objections  arise  upon  i-/Oth  sides^ 

C^\t   society  -ean  in  a  static  condition  the  best  stand- 
ard of  deferred  poyment  woixld  doubtless  be  a  ujiit  whose 
average  subjective  value  rnnain^  constant,  but  in  a  progres- 
sive society  a  slightly  depreciating  standard  seems  just  as 
fair,  and  we  may  at  least  conclude  that  the  subject  of  a 
just  standard  of  deferred  payments  would  not  be  entirely 
settled  by  the  determination  of  a  perfectly  constant  unit 
-o-:C  subjectivn  value."^ 

In  as  much  as  the  average  subjective  value  of  a  dol- 
lar cannot  be  exactly  determined  on  account  of  the  diffi- 
culty in  measuring  or  eomparin'-'-  the  feelings  of  different 
people,  it  becomes  necessary  to  judge  of  vsluo  movements 
by  3uc>,  external  signs  as  are  available. 

Adan  Smith  regarded  tlie  qiiantity  of  labor  which  is 
y^illingly  giv  n  for  anything  as  a  true  measure  of  its  val- 
ue.  Me  speaks  of  labor  as  the  only  universal  as  well  as 
the  only  accurate  measure  of  value,  or  the  only  standard  by 
which  v^e  can  compare  'he  values  of  different  commodities  at 
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(1) 

all  times  and  at  all  places.  " 

This  statement  has  been  much  abused  by  economists 
vrho   4*61  not  underst«»d.  it,  and  it  cannot  be  understood  by 
any  one  \Yho  looks  upon  value  from  the  standpoint  of  coiTirnod- 
ities.   There  is  no  constant  relation  between  labor  and 
commodities,  but  the  relation  between  labor  and  personal 
sacrifice  is  perhaps  as  constant  as  any  of  the  quantitative 
relations  v/h.ich  v;e  find  in  our  ever  changing  economic  life. 


(1)   Sidgv/ick  in  h.is  "Scope  and  Method  of  Economic  Science" 
quotes  this  passage,  thouf^ii  incorrectly,  and  asserts 
that  "a  t^ro  can  novr   see  the  fallacy  of  Adam  Smith's 
statement". 

It  is  true  that  labor  is  hardly  a  practicable  meas- 
ure of  the  objective  exchange  value  v/hich  Sidgv;-ick  has 
in  mind,  but  even  for  exchange  valtie  the  statement  is 
not  altogether  fallacious  if,  as  Adam  Smith  proposed, 
"the  different  degrees  of  hardship  endured;  and  of  in- 
genuity exercised  be  taken  into  account."   For  what 
better  criterion  of  the  exchange  value  of  an  object 
can  we  have  than  the  services  which  the  object  vrill 
c  ommand  ? 
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It  is  true  that  Adam  Smith  does  not  keep  to  the  sub- 
jective standpoint;  in  one  place  labor  is  regarded  as  a 
constant  personal  sacrifice,  but  again,  it  is  looked  upon 
as  a  commodity  to  be  purchased  v/ith  other  corimodit ies  ,  yet 
his  reason  for  makin-^  labor  the  ultimate  standard  is  that 
"in  his  ordinary  state  of  health,  stren-fth,  and  spirits;  in 
the  ordinary  degree  of  his  skill  and  dexterity",  the  laborer 
"must  always  lay  down  the  same  portion  of  his  ease,  his  lib- 
erty, and  his  happiness  .  "--5 


^  Thus  Adam  Smith  recognized  the  truth  for  which  the 
most  recent  economic  literature  is  contending  -  that  the  ul- 
timate criterion  by  which  the  value  01  anything  is  to  be 
judged  is  its  relation  to  subjective  v/ants ,  sacrifices  and 
satisfaction^. 

In  regarding  labor  as  a  perfnct  measure  of  value  he 
'.'/■as  doubtless  vfrong,  v/hether  the  subjective  or  the  objective 
standpoint  be  taken. ^ 


vieved  from  the  subjective  standpoint,  quantity  of 
labor  could  be  so  defined  as  to  be  equivalent  to  quantity 
of  sacrifice,  but  as  we  have  seen  it  is  not  the  total  sac- 
rifice of  labor  but  the  marginal  sacrifice  wliich  corres- 
ponds to  the  final  utility  and  value  of  the  earnings. 
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■   Labor  is  far  fron  being  a  perfect  measii.re  of  value, 
yet  in  viev/  of  the  impossibility  of  estimating  and  adding 
final  utilities  or  the  final  labor  sacrifice  of  different 
members  of  society,  it  may  be  the  best  means  yre   have  of  com- 
paring  the  I'oal  natitre ,  say  of  a  dollar,  to  different  people 
at  the  present  time,  or  to  people  in  general  at  different 
times,  and  in  distant  places. 


"2^2t" 


x-t<--<-<^. 


t  ;v«- All ovz-ance^ must  be  made  for  differences  in  the  irk- 

(1) 

someness  of  the  final  labor,   whether  'A^e  are  comparing  in- 
dividuals or  communities^  and  for  communities  wo  must  remem- 
ber that  the  value  of  a  dollar  is  merely  an  average  of  its 
value  to  the  individuals. 

f'uch  has  b'.^en  said  in  dei'ision  of  the  labor  standard 
but,  after  all,  about  the  only  way  we  have  of  judging  the 
importance  which  different  people  sot  tipon  anything  is  the 
amoimt  of  labor  vfhich  .in  a  condition  of  freedom  they  are 
willing  to  give  for  it. 


(1)   It  is  the  irksomeness  of  the  final  labor  rather  than 
that  of  the  whole  day  that  must  be  taken  into  account.   The 
sluggish  negro  basking  in  a  southern  climate,  values  the 
dollar  less  than  the  energetic  artizan,  though  labor  on  the 
whole  is  more  irksome  to  him.   The  artizan,  however,  con- 
tinues work  till  its  final  disutility  to  him  is  greater. 
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If  tlie  r;;eneral  rate  of  money  earniii'^s  is  increasing 
and  tlie  sacrifice  involved  in  the  final  labor  is  not  also 
increasing,  'ive  may  be  si^re  that  the  value  of  a  dollar  is 
falling,  but  if  the  i)receedinp;  arguments  are  correct  it 
need  not  follow  that  the  dollar  is  an  unfair  standard  of 
deferred  payments.   If  the  advantage  of  social  progress 
should  r;o  to  the  debtor  rather  than  to  the  creditor,  a  mon- 
etary unit  of  constant  purchasinvg  power  may  be  better  than 
one  of  constant  subjective  value.   It  seems  quite  possible 
that  a  caref^^lly  arranged  multiple  standard,  made  up  of  the 
principle  articles  of  every  day  consiornption  and  expenditure 
would  yield  the  best  available  standard  of  deferred  pay- 
ments. /  7 

It  will  be  observed  that  the  subjective  standpoint 
has  been  e«r^#«iiy  maintained  throu'^'hout  tlie  preceding  dis- 
cussion.  The  article  has  chiefly  considered  the  nature  and 
measurement  of  the  value  of  tlie  monetary  unit.   Ry  a  well 
foujQded  habit  wo  express  all  values  in  oxxr   ordinary  econom- 
ic life  in  terms  of  the  monetary  unit.   The  explanation 
of  the  v/ay  in  v/hich  these  different  money  valines  come  to  be 
assigned  to  different  commodities  belongs  to  the  theory  of 
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pi"icGs,  and  will  not  bo  considered  here.   But  before  we  can 
know  the  significance  of  a  price  or  a  value  as  ordinarily 
expressed,  we  must  kno-j  the  value  of  the  monetary  unit. 
All  other  values  are  exi)re3sed  in  dollars  and  cents.   If 
vte    can  find  the  value  of  a  dollar  by  referring  to  its  sub- 
jective importance,  we  have  the  key  to  the  v/'hole  system. 

V/e  find  the  subjective  importance  of  a  dollar  varies 
with  one's  economic  condition,  and  to  each  individual,  is 
determined  by, the  final  utility  of  his  money  to  him,  or- 
what  amounts  to  the  same  thing  -  by  the  disutility  of  earn- 
ing money  at  the  point  of  time  when  that  disutility-  is  just 
offset  by  the  utility  of  the  earnings. 

We  find  that  the  wants  of  ttie  different  members  of 
societ^-^  are  not  satisfied  in  the  order  of  their  urgency, 

and,  therefore,  properly  speaking,  there  can  be  no  such 

(1) 
thing  as  a^  final  degree  of  utility  to  society  as  a  whole. 


(1)   As  we  have  seen, a  cornmodity  always  goes  to  the  one  who 
will  pay  most  for  it.   So  the  price  of  anything  does  not 
depend  upon  what  would  be  its  final  subjective  utility  to 
society,  but  upon  its  final  purchasing  power;  that  is,  upon 
the  smallest  offers  that  can  be  satisfied  with  the  avail- 
able supply. 
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It  appears,  therefore,  that  the  value  o_f  the  dollar 
to  societ;/  can  be  but  an  avex'age  oi'  its  value  to_  the  indi- 
viduals who  compose  the  society. 

If  the  average  value  of  a  dollar  is  to  remain  con- 
stant the  average  of  its  final  utility  to  the  different 
members  of  society  must  remain  constant,  or,  v/hat  amounts 
to  the  same  thing,  the  average  disutility  of  earning  a  cent 
at  the  point  of  time  v/hen  that  disutility  is  just  balanced 
by  the  utility  of  the  cent  miist  remain  constant, 

Hov;ever,  there  is  reason  to  doubt  wliethor  a  unit  of 
such  constant  average  subjective  value  would  be  the  best 
standard  of  deferred  payments. 

Or.  account  of  oiu"  inability  to  accurately  mo?;3ure 
the  subjective  feelings  of  other  people  "re  must  rely  upon 
a  careful  use  of  the  labor  standard  for  coriparinp-  the  stib- 
jective  value  of  the  monetary  unit  to  different  individual^ 
and  to  different  generations. 

As  the  standard  of  deferred  payments  a  unit  of  con- 
stant purchasing  power  may  be  recommended,  rather  than  one 
of  constant  average  value. 
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